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COMPTROLLER LEMBO PROJECTS
$249.8MILLION SURPLUS , NOTES
POSITIVE ECONOMIC TRENDS

Comptroller Kevin Lembo today, in his monthly financial and economic ppajateda
General Fund surplus $249.8million, notinggradual economic growth aided byniost
recent federal stimulus package.

Economic indicators have begositively trending s  C o n nexanomy hastslovdy

begun to reopen and vaccinations have become widely alzaitalibdenoted the impact of

the most recent stimulus packagech directly lead to an increiassonsumer spending and
personal savinganong resident§he housing market has continued to perform at record
rates, with the Northeast part of the country seeing the highest levels of growth. Strong stock
market performance, vaccine availability and receding fears and worries about the pandem
have led toraincrease in consumer confidence.

oConnecticutontinues tslowly rebound from thdrastic economic decline that coincided
with theonset of the pandemi,Lémbo said Widileour economy is currently experiencing
severapositive trendgprolonged joblessness and economic uncertainty continue to impact
many families throughout the stawver income earneasestill struggling to regain their
footingas employment ratemmainat historically high level®

Connect i eanploythnent ig downabll percent compared to one year ago, with over
103,000 jobs yet to be recovefidte leisure and hospitality sector continues to be hit the
hardest, though dllO job sectors are down from this time last yationally,increased
consuimer spending has led to an increase in retaipsatiesiarly atestaurarstand bas, a

sector that was decimated during the height of the pandemic.

While recent economic indicators are trending upwagivaneason for optimistrembo
continue to highlight the need to monitor the uneven nature of the recovery.


mailto:chelsea.neelon@ct.gov

oThe good news is that we are finally withnessimgjstentposiive trends after months of

economic volatility6 s a i dHovieeemtnare is still a lotwfcertainty ahead of és

we begin to emerge the othersideof this pandemic,t i s | mperati ve to Cor
successthatwemakeir e no one is | eft behind. o

In a letter to Gov. Ned Lamont, Lemboted thafinal payments in the month of Ma
be a key indicagoovemy Comdhewitlilcuadd more cl
picture

Lembo pointed to recent economic indicators and trends from national and state sources
that show:

NOTE : Economic indicators largely look back to past persodse Dhéneoregtion presented
thismonth may appear inconsistent with more recent developments in the rapidly changing respons
COVID-19pandemic.

Employment and Withholding Receipts

The withholding portion of the income tax is the largest single General Fund revenue
source.Final esults foFFY 20206showedvithholding receiptsame irR.2percent above

FY 2019evelsbut somewhatelow the growtlnatebuilt into he FY 2@0 budget @n
Currentcollectiortrendsfor FY 2021throughMarchshowwithholdingreceiptggrowingby
3.8percenaboveFY 2020evels an improvement over last manithis result coincides

with job growth reported yonnecticut Department of Labor (DQh)recent months.
Based on this trend, the April'3®nsensus revenue forecast raised the budget target for
income tax withholdings by $150 million, right in litteyeaito-date growth over the
previous fiscal year.

Percent Change in Withholding Tax by Fiscal Year
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COVID-19 Jolk Pictured Improvement in April

The national jobs picture brightened in April as C@\Daccination efforts accelerated

and states began easing restrictions on businesses deegodiiwity rategor the week
endingApril 24th, theU.S. Bureau of Labor Statistics (BLS) reported that seasonally
adjusted initial claims totaks8 000 While stiliveryhigh by historical standards, this
represer@da decrease @B000from the previous week's revised let/666,000and was

the lowest since March 14, 2020 ,geg&ire the pandemic shutdowns beddme BLS

graph bel ow shows the pattern, comparing
results are repreged by the blue dashed line while the current year is shown as a solid red

line.
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As can be seen in the graph below, despite clear improvement in initial claims for
unemployment insurance, there is still a long way to go for the jobs recovery @ reach pr

®

Initial claims for unemployment insurance
Weekly since the start of 2020, seasonally adjusted
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pandemic leveldVeekly initial Ul claims averaged closer to 210,000 before the coronavirus
related shutdowns began a little more than a year ago.

In the same release, BLS reportedatiaéreceiving unemployment benefits was
approximatel#6.6million for the week endingpril 10th downfrom 17.4million the

previous weekHoweverit still indicates serious, ongoing struggles with unemployment for
a significant portion of the populatioks the chart below notéghe total reported does

not represnt unique individuals, rather the number collecting from all programs.

CONTINUED WEEKS CLAIMED FILED FOR Ul BENEFITS IN ALL PROGRAMS (UNADJUSTED)

WEEK ENDING April 10 April 3 Change Prior Year!
Regular State 3.813,109 3,886,198 -73.089 16,229,211
Federal Employees 15,389 15,897 -508 13,353
Newly Discharged Veterans 7,809 1,737 +72 8,202
Pandemic Unemployment Assistance? 6.974,068 7.309,604 -335,536 NA
Pandemic Emergency UC* 5192711 5605935 -413,224 NA
Extended Benefits® 471,216 492,999 -21,783 232
State Additional Benefits® 1,634 1,797 -163 5,850
STC / Workshare 7 83,340 84,983 -1,643 62,328
TOTAL® 16,559,276 17,405,150 -845,874 16,319,176

Connecticut Jobs Pictured New YearRebound
Continues in March

After Connecticut experienced historic levelngbloymenkssesn March and Apribf
2020 the state begarganingobs over the following six montHsater in the yeathe
employment recovery stalled as coronavirus infection ratdglooseecently ew
information released by tBennecticut Department of Labor (DQhjlicates the trend is
starting to mow in a better direction in tfiest quarteof 2021.

On April 15" DOL reported the preliminaGonnecticut nonfarm job estimatesMarch
2021from the business payroll survey administered bySHaueawf Labor Statistics
(BLS). D OL 6 sepdrt ahowed thefiegaineeb 00 netrjobs §.3%) in

Marchto a level ofl,80,30jobs seasonally adjustddhis follows job growth of 3,100
positions in February and represents three consecutive wiogrtiployment gainBOL
noted theMarchjob gains were brodused, with seven of the ten major industry sectors
experiencing improvemerithe education & health services sector led the way (+5,400),
followed by leisure & hospitality (+1,600) andtaget®n (+1,000) The sectors that lost
jobs in March included professional & business ser2i6€9)], trade, transportation &
utilities §2,100) and informatiorLQ0).

C o n n e ctotal payrdll éngployment is no@B8100(ositions below where it was a year
ago representing decrease 6flpercent. The state has now recoveré@dyof the
292,400qr 60.3perceny of the jobs logh March and April 2020 due to the COVID
lockdown

Connecticut's official unemptognt rate stood at3percent irMarch2021 downfrom
85 percent a montkarlier andignificantly higher than th& Bercenprepandemicate a



year ago. The U.S. jobless rakebruarywas @ percentdowntwo-tentrs of a point

from the previous month, but up frahe 4.4percentatein March2020

Among the major job sectors listed below, all ten experienced IbEEESH202L Versus
March2020levels. The leisure & hospitality se@oraingarticularly hard hit, losing
nearlyonefifth of its jobs for the period, followed by theermation anather services

sectors.

Payroll Employment Trend

March 2021 Versus March 2020

Sector March 2021 (P) March 2020 (R) Gain/Loss [% Change
Construction and Mining 57,600 60,400 -2,800 -4.6%
Manufacturing 152,800 160,100 -7,300 -4.6%
Trade, Transportation & Utilities 289,300 293,100 -3,800 -1.3%
Information 27,600 31,300 -3,700 -11.8%
Financial Activities 119,200 122,500 -3,300 -2.7%
Professional & Business Services 203,000 217,800 -14,800 -6.8%
Education & Health Services 328,300 348,800 -20,500 -5.9%
Leisure & Hospitality 122,600 150,700 -28,100 -18.6%
Other Services 58,600 64,200 -5,600 -8.7%
Government 221,300 234,400 -13,100 -5.6%
Total Connecticut Non-Farm Employment 1,580,300 1,683,300 -103,000 -6.1%

Connecticut Non-Farm Employment Net Job Change
March 2021 vs. March 2020

Income and Salaryd Modest Income Growth, but

Inflation Rises

March202l1average hourlgarningst $8352 not seasonally adjusted, iener by $@7
(08%) from theMarch2020estimate ($329), but average number of hours increasbd



resultantverage private sector weekly pay came 1nl46.88 up $14.41 or 1.3 percent
from a year agdue to fluctuating sample responB€3, warns thaprivate sector
earnings and hours estimates can be volatile from-taantnth.

The 12month percent change in the Consumer Rritex for All Urban Consume(GPH
U, U.S. City Avege,not seasonally adjustedMarch2021climbed to 2.@ercent

H ousing d Strong Results Continuen March

Continuing a trend from recent montesrkshire Hathaway HomeServices reported
another month of strong results for the Connecticut housingtrnreviarch202L
compared witiMarch2020 Sales of singfamily homegrew13.28percent, with the
median sale price increasing@y 2percent.New listings wernagp 3.94oercent thidarch
versus last yeandthe median list pricgasup 19.68percentwhich may indicate the lack
of new inventory is helping to drive prices higtighe same timéhe average sales price is
up 37.09ercent pointing to a vemybustmarket for higher priced homesvefage days on
the market decreas&?i94peicent inMarch2021compared to the same month in the
previous yeab{ days on average compared @4 February202Q. Finally,on average
sales pricasame in above list prices in Mardlh e sales to list price ratioloQ4
percent.

The tabléelow contains more detailed data for the Connecticut housing market.

MARKET SUMMARY
MARCH 2021 | SINGLE FAMILY HOMES

Market Month to Date Year to Date

Summary Year-To-Date 2021 Year-To-Date 2020 _Percent Change
New Listings 4620 4445 3.94% d 10165 12064 -15.74% W
Sold Listings 2952 2606 13.28% di 8197 6792 20.69% 4
Median Listing Price $329,000 $274,900 19.68% o $324,900 $265,000 22.6% o
Median Selling Price $330,000 $270,000 22209 4 $325,000 $260,000 259 o
Median Days on Market 33 59 -44.07% W 40 66 -39.39% W
Average Listing Price $508,035 $381,470 33.18% 4 $515,951 $385,172 33.95%
Average Selling Price $504,453 $367,980 37.09% 4 $508,075 $369 497 37.5% 4
Average Days on Market 57 85 -3294% W 60 89 -3258% W
List/Sell Price Ratio 100.4% 97 6% 2.87% 4 99 8% 97 3% 258% d

For the U.S. housing markiée National Association of Realtors (NAR) repatesting
homesaledell in March2021 marking the second consecutive monthly decrease. All major
U.S. regionBad montkhovermonth saledeclinesn March, butllfour experiencegear
overyear gins

Total existindnome salegcompleted transactions that include siiaghdy homes,
townhomesgondominiumsand ceops decreased 3pércenfrom February to a
seasonallgdjusted annual rate of 6.01 million in M&fehroveryearsales werep 12.3
percenfrom a year ago (5.8%llion in March 2020).



US Existing Home Sales
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Nationally, home prices have remained strong during the pandemiepbidl he
median existinjome price for all housing types/archwas $29,10, up Z.2percent
from March2020 ($20,700), as prices increased in every rediben.r nhtidnal price
growthmarks 10 straight months of yeaweryear gainsAll regions of the country
experienced doubtigit price growth from a year agde largest regional gains on a
percentage basiem® in theNortheast (+21.4%), followed by the We&i5(8%6). The
Southgrew b.6percent and thlidwestincreased 13percent.

Median Sales Price of Existing Home Sales
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Housing inventorgear historic lowsontinues to drive housing pric®AR notesousing
inventory at the end &farchtotaled1.07 million unitsup 3.9 percent from Februgloyt
down B.2percenfrom ayear ago (164million).



Commercial Real Estated Lower Delinquency Rates in
March

While nany analystecuson the residential housing market, it is\asthwhile to

monitor trends in the commercial real estate market, especially for the impact e1€OVID
on the health of the sectd@ne sourcéhat conducts a monthly commercial real estate |
performanceurveyisthe Mortgage &kersAssociation (MB).

MB A Apsil 1streportfound celinquency rates for mortgages backed by commercial and
multifamily propertiedecreased arch 2021reaching the lowest level since the onset of
the COVID-19 pandemicMBA reported théalanceof commercial and mi#mily
mortgages that are not currérdpped for the third straight monthMarch In all,95.0
percenpf outstanding loan balances were current, up fr@p&4enin February

Loans backed by lodging and retail propgttiesectors most ditlycaffected by the
pandemicgontinue to see the greatestls oftress The overall share oétail and
industrialoan balances that are delinquent decreased in Maiteloffice property loans
remained flalThe percent of multifamifyroperties with neourrent loan balances
increased slightly

Percent of Balance Not Current
Commercial Loan Type March 2021 February 2021
Lodging Loans 20.5% 20.6%
Retail Loans 9.5% 10.8%
Industry Property Loans 1.2% 2.7%
Office Property Loans 2.4% 2.4%
Multifamily Property Loans 1.8% 1.7%

Source: Mortgage Bankers Association CREF Loan Performance Survey for March

Connecticut PopulationCount

Based on the 2020 Censuslil#® Census Bureacently issued new population counts
for states. € n n e c¢ tesidenpapdlationas of April 1, 2020 wagdid as3,605,944

This representedhancreasef 31,84 7r 09 percent from th010 Census count
Connecticutanked 48among states in population growth for the period.

The fastest growing states on a percentage basis were Utah (lelE$d%4)17.3%),
Texas (+15.9%), North Dakota (15.8%) and Ne\l&d@%).Three state lost population
over the past decadecluding West Virginie8(2%), Mississippi(2%) and lllinois (
0.1%)



Percent Change in Resident Population for the 50 States,
the District of Columbia, and Puerto Rico: 2010 to 2020
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Stock Market & Positive Results in April

As calenda2020 ame to end, the overall economy has not recovered topanuemic
levels, but the stock market edthe year atr near record highd'he DOWgained7.25
percenand ended the year at attiale high The NASDAQ, heavily composed eth
stockswasthe strongest performer awdsup 4364percent The S&P 50@oseto record
levels as 202hdedrising16.26 percenfor the year

The new year has seen generally upward movement, with increased volatility toward the end
of the month, especially in January and Febyary has been a positive month for stocks
with all three indices experiencing gains.

Yearto-date, the DOWhasincreasedO.7 percentthe NASDAQ has gaine8l.3percent
and theS&P is upll.3 percentasof this writing.Just over a year ago, in late March, the
stock market was in free fall as the pandetaiedshutdownsvere taking place. As the
charts below ilktrate, lathree indices hagggnificangainssince thenTo give éroader
perspectivethreeyear results are shown:



DOW Jones Industrial Average
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To give more perspective on the performance of the stock market over the longer term, the
chart below shows the level of the D@@n 20070 the present

Dow Jones Industrial Average Historical Performance
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The performance of the stock market has a significant impact on the State of Corsmecticut
revenuesln a typical yearseémated and final income tax paymaotsunt for
approximatel25-30 percenbf total state income tagceiptsbutcan be an extremely

volatile revenue source.

FY 2020 results showestimated and final paymentse cown a combinedi3.2percent
compared witlthe previous yeaPRreliminary estimates for the fegghtmonthsof FY
2021indicate better than expected results thragbh202L. To date combined estimated
and finapayments are ud.3percent above FX¥ 0 2 0 6, with estimates upp Dpercent
and finals dowrD.6percent.

Reflecting this trend, tiAgril 30thconsensus revenue forecast reached by the Office of
Policy and Management (OPM) and the Office of Fiscal Analysis (OFA) increased the
projection for estimated and final income taxe$0®.@nillion compared with the prior
month. However, this category is still nigtielowthe original targets in th& 2024

budget plan by1$8.2 millioror -7.0 percent
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Percent Change By Fiscal Year in Estimated & Final Payments
from the Prior Year
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April is normally the keyanth for the final payments portion of the income tax. Ina

typical year, 60 to 70 percent of final payments are collected, representing over a billion
dollars in revenue for the General Fund. This year, the Department of Revenue Services
(DRS) has extding the filing and payment deadline for Connecticut individual income tax
returns to Monday, May 17th. This change aligns Connecticut with the Federal filing
deadline, whiclaspostponed as part of the American Rescue Plan Act. In terms of
timing, thisrevenue will still fall within FY 202%o0 that is not an issue. Rather the delay

will make it more difficult to project revenues to-gedr

ConsumerSpendingd Stimulus Checks& Reopening
Results inMarch Rebound

Consumer spending is the main engirthe U.S. economy, accounting for more than two
thirds of total economic output.

On April 15th, the Commerce Department reported tef.advanceetail salewere
$619.1billionin March2021 an increas®f 9.8percenfrom the previous month.

12



ADVANCE MONTHLY SALES

%

March 2021 $619.1 billion 9.8%

February 2021

) $563.7 billion -L.7%
[revised)

Mext release: May 14, 2021

* The 90 percent confidence intendal includes 2ero. There i insufficient statistical
evidence to conclude that the actual change is different from eéro.
Drata adjusted for seasonal variation and holiday and trading-day differences but
not for price changes. Source: U.5. Cendus Bursau, Advanced Monthly Retail
Trade Survey, April 15, 2021

Percent Change In Retall and Food Services Sales from
Pravious Month
al varialion and holiday and irading-day differences but not for
price changes.
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Source: U5 Census Bureau, Advanced Monthly Retail Trade Survey,
April 15, 2021

Analysts noted thempwas larger than expected and reflectanbination of factors
r e b o u n-tlatédapendmgifoe, thereleasef$p3490 we at her

including a

federal stimulus chedksem theAmerican Rescuddh Actandexpanded business re
openingsassociated withe COVID-19 vaccination redlut.

Increases in retail salesye broadbasedn March withall categaesshowinggrowth.
Spending onp®rting goodsup 23.5 percergxperienced tHaghesincrease on a
percentagbasisfollowed by clothing accessagsat 18.3ercentand motor vehicte&
partsat 15.1percent In addition, building materials & garden supplies (+12.1%), electronics
& appliance stores (+10.5%) getheral merchandise retailers (+9.0%) all sawy lyeatith

In a sign of expanded business reopesahemt restaurants and bars were up 13.4 percent

in March.

So-called core retail salesreased 6@ercenin Marchafterdeclininga revised 3 gercent

in FebruaryThis category excludes automobiles, gasoline, building materials and food

services

Consumer Debtand Savings Rates

According to the Federal Reserve Bank of New York, aggregate household debt balances

increaseth thefourth quarterof 20, driven in part by a sharp increase in mortgage
originationsTotal household debt increased 296®illion (L.4percenyto $146trillion in

thequarter endinBecember 312020 The total debt balance is now $414 billion higher

thanis was atheend of 2019

The report titled

OQuarterly Report

on

balancds the largest component of household filehtrpassed $10 trillion in the fourth

quarte, increasing by $182 billion to $10.04 trillion at the end of December. Outstanding
student loans, the second largest category of household debt, totaled $1.56 trillion in the

fourth quarter, a $9 billion increase from the third quarter. Auto loandalareased by

$14 billion in the fourth quarter, reaching $1.37 trillion. Balances on home equity lines of

House

credit (HELOC) saw a $13 billion decline, the 16th consecutive decrease since the fourth
guarter of 2016, bringing the outstanding balance toi$@49 b
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Credit card balances increased by $12 billion over the dquiattezy werestill $108 billion

lower than they had been at the end of.20ti® Federal Reserve repottad represents

the largest year over year decline since the series i€&§@and isconsistent with

continued weakness in consumer spending and revolving balance paydowns by card holders
during the fourth quarter

Total Debt Balance and its Composition

Trillions of Dollars

® Mortigage ®HE Revolving ®Auto Loan ®ECredit Card ®Student Loan  mOther

15 202004 Total: $14 56 Trillion

2020Q3 Total: $14.35 Trillion (3%)
(11%)

(6%)

12

(9%)

(2%)

0

F & F S IF TS IO

| | . ‘ o O o
FFE &SN W
Source: New York Fed Consumer Credit Panel/Equifax

Federal Reserve Report on Householdse of Stimulus
Checks

A recent Federal Reserve stualy found a remarkatamount of stability among

households in their use of three rounds of stimulus checks. Households began receiving the
first economic impact paymeimsnid-April 2020 as part of the CARES Athe second
roundwasissuedstartingat the end obDecember 2020 as part of the Coronavirus Response
and Relief Supplemental Appropriations (CRRSA)TAet third round wasuthorized in
March2021under the American Rescue Plan Act.

TheFederal Resergervey askeahat share gfaymentshe householdds already or

expects to 1) spend or donate, 2) save or iav8¥tise to pay down debResults
summarized in the table below found consistent responses for the three rounds:
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How Households Use Their Stimulus Checks

Stimulus Round L

Reporting month June January March
Average percentage spent 2.2 25.5 L

Average percentage saved 36.4 i 41.6

Average percentage toward debt .5 4 1.7

As can be seen, the majority of relief paymentgitferesaved or used to pay down debt.
The authors conclude their findings indittetehigh levels of unemployment, uncertainty
around the duration of the pandemic and constraints on many activities had an impact on
spending. However, e economy opens and fear and uncertainty recede, ther high
levels of saving should facilitate more spending in the future.

Personal Savings Rate

In its April 3@h release, the Bureau of Economic Analysis (BEA) reported the personal
saving rate wa¥ .6percent irMarch2021 a big jump from theevisedL3.9percent in

February The increase was largely driven by in government social benefits, primarily direct
economic impact payments to households from the American Rescue Plan Act.

The personal savimgate is defined as personal saving as a percentage of disposable

personal income. As seen in the chart below, the savings rate tends to increase during
recessionary periods as consumers cut back on discretionary spending.
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